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$480 billion
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Pric;es paid by employers are rising
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Why should we care about health care
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What do we know already?

APrices paid by private health plans are higher and
growing faster than Medicare

Alncreases in spending are driven by price growth,
not utilization

APrices vary widely from market to market, and
from hospital to hospital within markets



What do we not yet know?

AHow do prices compare across the country?
AAre hospital prices continuing to rise?

AWhich hospitals/systems are getting the highest
prices?

AWhat are the prices that individual self  -funded
employers are paying, and are these prices In line
with the value that employers are getting?
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Self—funqle_o_l employers have a fiduciary

AFi duci aries have actgolelsiponsi b
the interest of plan participants and their
beneficiaries and with the exclusive purpose of
providing benefitstothem .60 ( Depart ment o
Labor)

AHow can self -funded plans fulfill fiduciary
obligations without knowing prices?
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Hospital prices in the time of COVID -19

ACOVID -19 is placing enormous financial pressure on
noth hospitals and employers

AHospitals and health professionals are critical members
of their communities

AHealth benefits are one of the largest expenses for
employers

ANow more than ever, employers need transparent
iInformation about hospital prices
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Why did RAND undertake this study?

AWe do not know what the oOrig
care

ASelf-funded employers cannot act as responsible
fiducilaries for their employees without price
iInformation

AEmployers can use the information in this report i
together with knowledge of their own employee
populations n to decide If the prices they and their
employees are paying align with value
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RANDO s

hospi tal

study

AJust Indiana
Aemployers
Afacility fees

Arelative prices

A25 states

Aemployers, health
plans, and 2 APCDs

Ainpatient/outpatient
Afacility fees

Arelative and
standardized prices

A49 states (excluding

Maryland)

Aemployers, health
plans, and 6 APCDs

Ainpatient/outpatien
t

Afacility and
professional fees

Aservice -line prices




Study approach
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Obtain claims
data from:

Aself-funded
employers

AAPCDs
Ahealth plans

e
Measure prices
In two ways:

Arelative to a
Medicare
benchmark

Aprice per case -
mix weight

Create a public
hospital price
report:

Aposted online,
downloadable

Anamed facilities
& systems

Ainpatient prices
& outpatient
prices

Create private
hospital price
reports for self -
funded
employers
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Comparing prices can be

challenging

AEvery hospital is different
and performs different
services

AThe Medicare system can
help us standardize and
make an oOtappbeéss Gl
comparison

ASo | etds make an appl e
pie n but with two recipes .



Recipe #1. Percent of Medicare

AWhat do employers pay relative to what Medicare
would have paid at the exact same hospitals?

AEasy to interpret and compare across hospitals

AMedicare adjusts for cost of living and wage
differences
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Recipe #2:. Standardized prices

AMedicare has figured out how much more to pay
for different services

Ae.g., Medicare pays 34.65 times for a heart transplant (DRG
103) than for chest pains (DRG 143)

Awe can use these weights to make an apples -to -apples
comparison across hospital services

Aaverage 6wal k out the doordé amount

ADondt have to worry about tea
payments
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Comparison to Medicare

AWe leverage the Medicare payment system as a
benchmark , not as a price endpoint

AMedicare prices and methods are empirically
based and transparent

ABenchmarking to Medicare allows employers to
compare prices between hospitals, relative to the
largest purchaser in the world
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Data protections

AThis study was regulated by RAN
Protection Committee

AWe conducted our data analysis in a secure computing
environment i similar to the environment used to analyze
confidential Medicare data

ARAND data analysts undergo HIPAA and human subjects
training

ANDAs and DUAs were put in place to protect data
confidentiality ”



Study findings
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Commercial prices relative to Medicare

have increased steadily
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Commercial prices relative to Medicare vary

widely across states
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In many states, there Is a gap between
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Prices vary widely within states
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And also within hospital systems
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Maine Labor and Delivery Prices



